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Q: I recently received a letter 
from my former employer 
stating that starting January 
2006 prescriptions will no 
longer be covered under my 
retiree health insurance.  They 
promised to send more 
information later in the year.  
What should I do? 

A:  Employment based retiree 
health insurance has been an 
important source of 
prescription coverage for many 
people with Medicare.  
Unfortunately as prescription 
drug costs have risen, some 
employers and unions have 
reduced benefits, or 
significantly increased the cost 
to retirees.  Some have even 
discontinued prescription 
coverage.  
 
Some employers or unions may 
choose to discontinue 
prescription coverage to their 
Medicare eligible retirees 
starting January 1, 2006 when 
the Medicare Part D 
Prescription Drug Plans 
become available.   
 
 

 

It is hoped more will instead 
choose to continue covering 
retirees since Medicare is 
offering a subsidy to those 
who provide coverage at least 
as generous as the standard 
coverage under the Medicare 
Part D Plans. The financial 
support from the new 
Medicare drug subsidy should 
help employers and unions 
offer retirees better and less 
costly prescription coverage.  
Employers and unions will 
individually decide whether or 
not to accept the subsidy. 

Another option available to 
employers is to encourage 
their retirees to enroll in a Part 
D Plan by offering additional 
coverage that supplements a 
standard Part D Plan.  This 
additional coverage could 
wrap around a Part D Plan by 
paying premiums, co-pays 
and/or deductibles.    As with 
other insurance through an 
employer or union, they would 
decide what they will, or will 
not, cover and how much, if 
anything, they will charge 
you.  Your former employer 
may be considering this type 
of assistance. 
 
For now there is not much for 
you to do but learn more about 
the new Medicare Part D 
Prescription Drug Plans.   The 
standard coverage for a 
Medicare Part D Plan is 
expected to look like this:   
Monthly premium: about $35  
Annual deductible: $250   

 

Co-pay (what you pay):  
 25% of your drug costs from 

$250 to $2,250 
 100% of your drug costs from 

$2,251 to $3, 600  
 5% of your drug costs after 

$3,600 (catastrophic coverage) 
 
Low-income assistance will be 
available and enrollment will 
begin in November 2005.  We will 
know more once Medicare 
announces this fall which 
companies have been approved to 
offer the new Medicare Part D 
Prescription Drug Plans. 
 
Once you get that second letter 
from your former employer, it 
should lay out your choices in 
specific terms.  To answer 
questions about your employer’s 
retiree coverage you would need 
to call the company’s benefits 
coordinator (most likely someone 
in human resources).   For 
questions regarding Medicare Part 
D Prescription Drug Plans you can 
call 1-800-Medicare or SHIIP at  
1-800-452-4800.  You can also 
visit www.medicare.gov  
 
Sources:  
http://www.cms.hhs.gov/medicarerefo
rm/pdbma/employer.asp  
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